I. Introduction
The Venture capital sector is the most vibrant industry in the financial market today. Venture capitalists are professional investors who specialize in funding and building young, innovative enterprises. Venture capitalists are long-term investors who take a hands-on approach with all of their investments and actively work with entrepreneurial management teams in order to build great companies which will have the potential to develop into significant economic contributors. Venture capital is an important source of equity for start-up companies. Venture capital can be visualized as -your ideas and our money‖ concept of developing business. Venture capitalists are people who pool financial resources from high net worth individuals, corporate, pension funds, insurance companies, etc. to invest in high risk -high return ventures that are unable to source funds from regular channels like banks and capital markets. The venture capital industry in India has really taken off in. Venture capitalists not only provide monetary resources but also help the entrepreneur with guidance in formalizing his ideas into a viable business venture.
Five critical success factors have been identified for the growth of VC in India, namely:
• The regulatory, tax and legal environment should play an enabling role as internationally venture funds have evolved in an atmosphere of structural flexibility, fiscal neutrality and operational adaptability.
• Resource raising, investment, management and exit should be as simple and flexible as needed and driven by global trends. • Venture capital should become an institutionalized industry that protects investors and invitee firms, operating in an environment suitable for raising the large amounts of risk capital needed and for spurring innovation through start-up firms in a wide range of high growth areas. • Venture capital should become an institutionalized industry that protects investors and invitee firms, operating in an environment suitable for raising the large amounts of risk capital needed and for spurring innovation through start-up firms in a wide range of high growth areas.
• In view of increasing global integration and mobility of capital it is important that Indian venture capital funds as well as venture finance enterprises are able to have global exposure and investment opportunities • Infrastructure in the form of incubators and R&D need to be promoted using government support and private management as has successfully been done by countries such as the US, Israel and Taiwan. This is necessary for faster conversion of R&D and technological innovation into commercial products. With technology and knowledge based ideas set to drive the global economy in the coming millennium, and given the inherent strength by way of its human capital, technical skills, cost competitive workforce, research and entrepreneurship, India can unleash a revolution of wealth creation and rapid economic growth in a sustainable manner. However, for this to happen, there is a need for risk finance and venture capital environment which can leverage innovation, promote technology and harness knowledge based ideas.
II.

Venture capital at a take-off stage in India:-
The venture capital industry in India is still at a nascent stage. With a view to promote innovation, enterprise and conversion of scientific technology and knowledge based ideas into commercial production, it is very important to promote venture capital activity in India. India's recent success story in the area of information technology has shown that there is a tremendous potential for growth of knowledge based industries. This potential is not only confined to information technology but is equally relevant in several areas such as bio-technology, pharmaceuticals and drugs, agriculture, food processing, telecommunications, services, etc. Given the inherent strength by way of its skilled and cost competitive manpower, technology, research and entrepreneurship, with proper environment and policy support, India can achieve rapid economic growth and competitive global strength in a sustainable manner.
A flourishing venture capital industry in India will fill the gap between the capital requirements of Manufacture and Service based startup enterprises and funding available from traditional institutional lenders such as banks. The gap exists because such startups are necessarily based on intangible assets such as human capital and on a technology-enabled mission, often with the hope of changing the world. Very often, they use technology developed in university and government research laboratories that would otherwise not be converted to commercial use. However, from the viewpoint of a traditional banker, they have neither physical assets nor a low-risk business plan. Not surprisingly, companies such as Apple, Exodus, Hotmail and Yahoo, to mention a few of the many successful multinational venture-capital funded companies, initially failed to get capital as startups when they approached traditional lenders.
However, they were able to obtain finance from independently managed venture capital funds that focus on equity or equity-linked investments in privately held, high-growth companies. Along with this finance came smart advice, hand-on management support and other skills that helped the entrepreneurial vision to be converted to marketable products.
A similar investor preference for start-up IT companies is being seen, though not of the same magnitude. Yet, it is apparent that investors are willing to take higher risks for a potentially higher reward by investing in start-up companies.
Until 1998, the venture creation phenomenon for the IT sector in India had been quite unsatisfactory. Some experts believe that India lacks strong anchor companies like HP and Fairchild, which funded the start-ups of early Silicon Valley entrepreneurs. Others believe that Indian entrepreneurs are not yet globally connected and are often unwilling to share equity with a quality risk capital investor. There was also a perception that startups in India do not typically attract the right managerial talent to enable rapid growth. Finally, exit options were considered to be few, with the general feeling that entrepreneurs were unwilling to sell their start-ups even if it was feasible. As a result, much of the risk capital available was not quickly deployed. However, since March 1999, things have been changing dramatically for the better.
The venture capital phenomenon has now reached a take-off stage in India. Risk capital in all forms is becoming available more freely. As against the earlier trend, where it was easy to raise only growth capital, even financing of ideas or seed capital is available now. The number of players offering growth capital and the number of investors is rising rapidly. The successful IPOs of entrepreneur-driven Indian IT companies have had a very positive effect in attracting investors. The Indian government initiatives in formulating policies regarding sweat equity, stock options, tax breaks for venture capital along with overseas listings have all contributed to the enthusiasm among investors and entrepreneurs, as has the creation of the dot.com phenomenon. In India, the venture capital creation process has started taking off. All the four stages -including idea generation, start-up, growth ramp-up and exit processes -are being encouraged. However, much needs to be done in all of these areas, especially on the exit side.
III.
India is attractive for risk capital:-India certainly needs a large pool of risk capital both from home and abroad. Examples of the US, Taiwan and Israel clearly show that this can happen. But this is dependent on the right regulatory, legal, tax and institutional environment; the risk-taking capacities among the budding entrepreneurs; start-up access to R&D flowing out of national and state level laboratories; support from universities; and infrastructure support, such as telecoms, technology parks, etc.
Steps are being taken at governmental level to improve infrastructure and R&D. Certain NRI organizations are taking initiatives to create a corpus of US$150m to strengthen the infrastructure of IITs. More focused attempts will be required in all these directions.
Recent phenomena, partly ignited by success stories of Indians in the US and other places abroad, provide the indications of a growing number of young, technically-qualified entrepreneurs in India. Already there are success stories in India. At the same time, an increasing number of savvy, senior management personnel have been leaving established multinationals and Indian companies to start new ventures. The quality of enterprise in human capital in India is on an ascending curve.
The environment is ripe for creating the right regulatory and policy environment for sustaining the momentum for high-technology entrepreneurship. Indians abroad have leapfrogged the value chain of technology to reach higher levels. At home in India, this is still to happen. By bringing venture capital and other supporting infrastructure, this can certainly become a reality in India as well.
India is rightly poised for a big leap. What is needed is a vibrant venture capital sector, which can leverage innovation, promote technology and harness the ongoing knowledge explosion. This can happen by creating the right environment and the mindset needed to understand global forces. When that happens we would have created not ‗Silicon Valley' but the ‗Ind Valley' -a phenomenon for the world to watch and reckon with.
A viable venture capital industry depends upon a continuing flow of investment opportunities capable of growing sufficiently rapidly to the point at which they can be sold yielding a significant annual return on investment. If such opportunities do not exist, then the emergence of venture capital is unlikely. In the U.S. and Israel such opportunities occurred most regularly in the information technologies. Moreover, in every country, with the possible exception of the U.S., any serious new opportunity has to be oriented toward the global market, because few national markets are sufficiently large to generate the growth capable of producing sufficient capital gains.
Since Independence, the Indian government strove to achieve autarky and the protection of Indian markets and firms from multinational competition guided nearly every policy -the information technology industries were no exceptions. The protectionist policy had benefits and costs. The benefit was that it contributed to the creation of an Indian IT industry; the cost was that the industry was backward despite the excellence of its personnel. Due to this lack of foreign investment and despite the presence of skilled Indian personnel, India was a technological backwater even while East Asia progressed rapidly.
In terms of experience, India contrasted favorably with most developing countries, which had small, inefficient stock markets listing only established firms. However, although these stock markets provided an exit opportunity, they did not provide the capital for firm establishment. Put differently, accessible stock markets did not create venture capital for startups; they merely provided an opportunity for raising follow-on capital or an exit opportunity. Other institutional sources of funds .India has a strong mutual fund sector that began in 1964 with the formation of the Unit Trust of India (UTI), an open-ended mutual fund, promoted by a group of public sector financial institutions. Because UTI's investment portfolio was to consist of longer-term loans, it was meant to offer savers a return superior to bank rates. In keeping with the risk-averse Indian environment, initially UTI invested primarily in long-term corporate debt. However, UTI eventually became the country's largest public equity owner as well. This was because the government controlled interest rates in order to reduce the borrowing costs of the large manufacturing firms that it owned. These rates were usually set well below market rates, yet UTI and other institutional lenders were forced to lend at these rates. In response, firms started issuing debt that was partially convertible into equity in order to attract institutional funds.
The largest single source of funds for U.S. venture capital funds since the 1980s has been public and private sector pension funds. In India, there are large pension funds but they are prohibited from investing in either equity or venture capital vehicles, thus closing off this source of capital. In summation, prior to the late 1980s, though India did have a vibrant stock market, the rigid and numerous regulations made it nearly impossible for the existing financial institutions to invest in venture capital firms or in startups. Nearly all of these institutions were politicized, and the government bureaucrats operating them were risk-adverse. On the positive side, there was a stock market with investors amenable to purchasing equity in fairly early-stage companies. It was also possible to bootstrap a firm and/or secure funds from friends and family -if one was well connected. However, no financial intermediaries comfortable with backing small technology-based firms existed prior to the mid 1980s. It is safe to say that little capital was available for any entrepreneurial initiatives. An entrepreneur aiming to create a firm would have to draw upon familial capital or bootstrap their firm.
An Indian venture capital industry is struggling to emerge and given the general global downturn, the handicaps existing in the Indian environment are threatening. As we have seen, many of the preconditions do exist, but the obstacles are many. Some of these can be addressed directly without affecting other aspects of the Indian political economy. Others are more deeply rooted in the legal, political, and economic structure and will be much more difficult to overcome without having a significant impact on other parts of the economy. A number of these issues were addressed in a report submitted to SEBI in January 2000 from its Committee on Venture Capital. SEBI then recommended that the Ministry of Finance adopt many of its suggestions.
In June 2000, the Ministry of Finance adopted a number of the Committee's proposals. For example, it accepted that only SEBI should regulate and register venture capital firms. The only criterion was to be the technical qualifications of their promoters, whether domestic or offshore. Such registration would not impose any capital requirements or legal structure -this is very important, because it would allow India to develop a legal structure suitable to its environment, while offering tax pass-through for all firms registered as venture capital firms with SEBI. This was an important achievement of the Committee's report. However, the proposed guidelines continued to prohibit finance and real estate investments. Whether this type of micromanagement is good policy seems dubious. Also, registered venture capital funds must invest 70 percent of their paid-in capital in unlisted equity or equity-related, fully convertible instruments. Similarly, related-company transactions would be prohibited, and not more than 25 percent of a fund's capital could be invested in a single firm. In the U.S. most of these provisions are not law, but are codified in the limited partnership contracts and accepted as common sense. Rather than letting the market decide which venture capital firms are operating responsibly, the Indian government continues to specify a variety of conditions.
A number of suggestions were not accepted even though they would assist in the growth of venture capital. Many were related to the much larger general issues of corporate governance. For example, there was no change in the regulations regarding restrictions on currency no convertibility, providing employees more flexible stock-option plans, allowing domestic venture capital firms to hold equity in overseas startups, and regulations allowing greater flexibility in voting and dividend rights. Reluctance to adopt these measures is understandable, because they would strike at some of the fundamental issues of corporate governance in India. Thus they were seen as policy decisions that might set in motion a larger chain of events.
At the end of 2001, the Indian venture capital environment contained several unresolved issues. One important obstacle was the inability to pass through unrealized gains or losses through to the venture capital fund's investors through a direct distribution of stock or other securities unless the fund is organized as a trust. In the US, these "in-kind distributions" are the most common method of compensating investors. This method increases the return for socially beneficial tax-exempt organizations such as foundations and pension funds. Private individuals, of course, pay taxes. Allowing legal structures, such as limited partnerships, will enable such pass-through and encourage investment in venture capital funds India has a large, sophisticated financial system including private and public, formal and informal actors. In addition to formal financial institutions, informal institutions such as family and moneylenders are important sources of capital. India has substantial capital resources, but as Table 1 indicates, the bulk of this capital resides in the banking system. In the formal financial system, lending is dominated by retail banks rather than the wholesale banks or the capital markets for debt. The primary method for firms to raise capital is through the public equity markets, rather than through private placements. Implementation of these recommendations would lead to creation of an enabling regulatory and institutional environment to facilitate faster growth of venture capital industry in the country. Apart from increasing the domestic pool of venture capital, around US$ 10 billion are expected to be brought in by offshore investors over 3/5 years on conservative estimates. This would in turn lead to increase in the value of products and services adding up to US$100 billion to GDP by 2005. Venture supported enterprises would convert into quality IPOs providing over all benefit and protection to the investors. Additionally, judging from the global experience, this will result into substantial and sustainable employment generation of around 3 million jobs in skilled sector alone over next five years. Spin off effect of such activity would create other support services and further employment. This can put India on a path of rapid economic growth and a position of strength in global economy.
In 2010, venture capitalists invested approximately $22 billion into nearly 2,749 companies. Of these, 1,001 companies received funding for the first time. The average venture fund size was $149 million. Venture capitalists have been instrumental in developing sectors such as the computer, biotechnology and the communications industries. Today, the majority of venture capital is invested in high technology companies including software, biotechnology, medical devices, media and entertainment, wireless communications, Internet, and networking. In the last five years, the venture industry has also committed itself to investing in the clean technology sectors which include renewable energy, environmental and sustainability technologies and power management. However, venture capitalists also invest in innovative companies within more traditional industries such as consumer products, manufacturing, financial services, and healthcare services and business products and services. Venture capital activity has a significant impact on the U.S and global economies. Venture capital is a catalyst for job creation, innovation, technology advancement, international competitiveness and increased tax revenues. According to the 2011 Venture Impact study, produced by IHS Global Insight, originally venture-backed companies accounted for 11.87 million jobs and over $3.1 trillion in revenue in the United States (based on 2010 data). Those totals compare to 21% of GDP and 11% of private sector employment.
Venture capitalists are long-term investors who take a very active role in their portfolio companies and it does not yield return on their investment for 7-10 years, on average. The initial investment is just the beginning of a long relationship between the venture capitalist and entrepreneur. Venture capitalists provide great value by providing capital and management expertise. Venture capitalists often are invaluable in building strong management teams, managing rapid growth and facilitating strategic partnerships. Typically, the venture capitalist realizes a return on their investment when the company goes public (IPO) or is merged or purchased by another company (M&A).
The Indian Private Equity and Venture Capital Association was established in 1993 and is based in New Delhi, the capital of India. IVCA is a member based national organization that represents Venture capital and Private equity firms, promotes the industry within India and throughout the world and encourages investment in high growth companies. It enables the development of venture capital and private equity industry in India and to support entrepreneurial activity and innovation. The IVCA also serves as a powerful platform for investment funds to interact with each other. In 2006, the total amount of private equity and venture capital in India reached US$7.5 billion across 299 deals.
IVCA members comprise Venture capital firms, Institutional investors, Banks, Business incubators, Angel investor groups, Financial advisers, Accountants, Lawyers, Government bodies, Academic institutions and other service providers to the venture capital and private equity industry. Members represent most of the active venture capital and private equity firms in India. These firms provide capital for seed ventures, early stage companies, later stage expansion, and growth finance for management buy-ins/buy-outs of established companies. So far, the biggest member firm of IVCA is ICICI Ventures which currently has a $750 million fund, and has $450 million under management.
Venture Capital Process
Source: http://business.mapsofindia.com/venturecapital-process
The 7th five year plan as well as the fiscal policy of the Government of India acknowledged the necessity for venture capital. Year 1973 also fostered venture capital as a source of funding new entrepreneurs and technology which was given by the report of the Committee on Development of small and medium entrepreneurs. The government of India, relying on the World bank's study of the inspection of the potential of development of Venture Capital in the private sector took a policy initiative and communicated guidelines for Venture Capital Funds in 1988 but these were restrictive; allowing the setting up of Venture Capital Funds by banks or financial institutions only.
Year 1988 marked the establishment of the Technology Development and Information Company of India Ltd. (TDICI) promoted by the ICICI and UTI (Unit Trust of India) and was immediately followed by the Gujarat Venture Finance Ltd. However, there was no significant Venture Capital activity till the mid 1990s; unfriendly policy and regulatory framework being the major reasons. In the year 1996, Security Exchange Board of India introduced Foreign Venture Capital and Private Equity Funds investing in India in order to regulate as well as facilitate Foreign Venture Capital and Private Equity Fund's investment in India. A venture may be defined as a project prospective of converted into a process with an adequate assumed risk and investment. With few exceptions, private equity in the first half of the 20th century was the domain of wealthy individuals and families.
The private equity crash (2000 to 2003)
The technology-heavy NASDAQ Composite index peaked at 5,048 in March 2000, reflecting the high point of the dot-com bubble.
The NASDAQ crash and technology slump that started in March 2000 shook virtually the entire venture capital industry as valuations for startup technology companies collapsed. Over the next two years, many venture firms had been forced to write-off large proportions of their investments, and many funds were significantly "under water" (the values of the fund's investments were below the amount of capital invested). Venture capital investors sought to reduce size of commitments they had made to venture capital funds, and, in numerous instances, investors sought to unload existing commitments for cents on the dollar in the secondary market. 
Financing stages
There are typically six stages of venture round financing offered in Venture Capital, that roughly correspond to these stages of a company's development.  Seed Money: Low level financing needed to prove a new idea, often provided by angel investors. Crowd funding is also emerging as an option for seed funding.  Start-up: Early stage firms that need funding for expenses associated with marketing and product development  Growth (Series A round): Early sales and manufacturing funds  Second-Round: Working capital for early stage companies that are selling product, but not yet turning a profit  Expansion : Also called Mezzanine financing, this is expansion money for a newly profitable company  Exit of venture capitalist : Also called bridge financing, 4th round is intended to finance the "going public" process between the first round and the fourth round, venture-backed companies may also seek to take venture debt
IV. Venture capitalists
A venture capitalist is a person or investment firm that makes venture investments, and these venture capitalists are expected to bring managerial and technical expertise as well as capital to their investments. A venture capital fund refers to a pooled investment vehicle that primarily invests the financial capital of thirdparty investors in enterprises that are too risky for the standard capital markets or bank loans. Venture capital firms typically comprise small teams with technology backgrounds (scientists, researchers) or those with business training or deep industry experience.
A core skill within VC is the ability to identify novel technologies that have the potential to generate high commercial returns at an early stage. By definition, VCs also take a role in managing entrepreneurial companies at an early stage, thus adding skills as well as capital, thereby differentiating VC from buy-out private equity, which typically invests in companies with proven revenue, and thereby potentially realizing much higher rates of returns. Inherent in realizing abnormally high rates of returns is the risk of losing all of one's investment in a given startup company. As a consequence, most venture capital investments are done in a pool format, where several investors combine their investments into one large fund that invests in many different startup companies. By investing in the pool format, the investors are spreading out their risk to many different investments versus taking the chance of putting all of their money in one start up firm.
Diagram of the structure of a generic venture capital fund
Structure
Venture capital firms are typically structured as partnerships, the general partners of which serve as the managers of the firm and will serve as investment advisors to the venture capital funds raised. Venture capital firms in the United States may also be structured as limited liability companies, in which case the firm's managers are known as managing members. Investors in venture capital funds are known as limited partners. This constituency comprises both high net worth individuals and institutions with large amounts of available capital,suchasstateandprivate pensionfunds, university financial endowments, foundations, insurance companies, and pooled investment vehicles, called funds of funds
Types
Venture Capitalist firms differ in their approaches. There are multiple factors, and each firm is different. Some of the factors that influence VC decisions include:  Business situation: Some VCs tend to invest in new ideas, or fledgling companies. Others prefer investing in established companies that need support to go public or grow.  Some invest solely in certain industries.  Some prefer operating locally while others will operate nationwide or even globally.  VC expectations often vary. Some may want a quicker public sale of the company or expect fast growth.
The amount of help a VC provides can vary from one firm to the next.
Roles
Within the venture capital industry, the general partners and other investment professionals of the venture capital firm are often referred to as "venture capitalists" or "VCs". Typical career backgrounds vary, but, broadly speaking, venture capitalists come from either an operational or a finance background. Venture capitalists with an operational background tend to be former founders or executives of companies similar to those which the partnership finances or will have served as management consultants. Venture capitalists with finance backgrounds tend to have investment banking or other corporate finance experience. Although the titles are not entirely uniform from firm to firm, other positions at venture capital firms include:  Venture partners -Venture partners are expected to source potential investment opportunities ("bring in deals") and typically are compensated only for those deals with which they are involved.  Principal -this is a mid-level investment professional position, and often considered a "partner-track" position. Principals will have been promoted from a senior associate position or who have commensurate experience in another field, such as investment banking, management consulting, or a market of particular interest to the strategy of the venture capital firm.  Associate -this is typically the most junior apprentice position within a venture capital firm. After a few successful years, an associate may move up to the "senior associate" position and potentially principal and beyond. Associates will often have worked for 1-2 years in another field, such as investment banking or management consulting.  Entrepreneur-in-residence (EIR) -EIRs are experts in a particular domain and perform due diligence on potential deals. EIRs are engaged by venture capital firms temporarily (six to 18 months) and are expected to develop and pitch startup ideas to their host firm although neither party is bound to work with each other. Some EIRs move on to executive positions within a portfolio company.
Need of venture capital
 There are entrepreneurs and many other people who come up with bright ideas but lack the capital for the investment. What these venture capitals do is to facilitate and enable the start up phase.  When there is an owner relation between the venture capital providers and receivers, their mutual interest for returns will increase the firms motivation to increase profits. Venture capitalists have invested in similar firms and projects before and, therefore, have more knowledge and experience. This knowledge and experience are the outcomes of the experiments through the successes and failures from previous ventures, so they know what works and what does not, and how it works. Therefore, through venture capital involvement, a portfolio firm can initiate growth, identify problems, and find recipes to overcome them.
Compensation
Venture capitalists are compensated through a combination of management fees and carried interest (often referred to as a "two and 20" arrangement):  Management fees -an annual payment made by the investors in the fund to the fund's manager to pay for the private equity firm's investment operations. In a typical venture capital fund, the general partners receive an annual management fee equal to up to 2% of the committed capital.  Carried interest -a share of the profits of the fund (typically 20%), paid to the private equity funds management company as a performance incentive. The remaining 80% of the profits are paid to the fund's investors Strong limited partner interest in top-tier venture firms has led to a general trend toward terms more favorable to the venture partnership, and certain groups are able to command carried interest of 25-30% on their funds. Because a fund may be run out of capital prior to the end of its life, larger venture capital firms usually have several overlapping funds at the same time; doing so lets the larger firm keep specialists in all stages of the development of firms almost constantly engaged. Smaller firms tend to thrive or fail with their initial industry contacts; by the time the fund cashes out, an entirely-new generation of technologies and people is ascending, whom the general partners may not know well, and so it is prudent to reassess and shift industries or personnel rather than attempt to simply invest more in the industry or people the partners already know.
Main alternatives to venture capital
Because of the strict requirements venture capitalists have for potential investments, many entrepreneurs seek seed funding from angel investors, who may be more willing to invest in highly speculative opportunities, or may have a prior relationship with the entrepreneur. Furthermore, many venture capital firms will only seriously evaluate an investment in a start-up company otherwise unknown to them if the company can prove at least some of its claims about the technology and/or market potential for its product or services. To achieve this, or even just to avoid the dilutive effects of receiving funding before such claims are proven, many start-ups seek to self-finance sweat equity until they reach a point where they can credibly approach outside capital providers such as venture capitalists or angel investors. This practice is called "bootstrapping".
There has been some debate since the dot com boom that a "funding gap" has developed between the friends and family investments typically in the $0 to $250,000 range and the amounts that most VC funds prefer to invest between $1 million to $2 million. This funding gap may be accentuated by the fact that some successful VC funds have been drawn to raise ever-larger funds, requiring them to search for correspondingly larger investment opportunities. This gap is often filled by sweat equity and seed funding via angel investors as well as equity investment companies who specialize in investments in startup companies from the range of $250,000 to $1 million. The National Venture Capital Association estimates that the latter now invest more than $30 billion a year in the USA in contrast to the $20 billion a year invested by organized venture capital funds. Crowd funding is emerging as an alternative to traditional venture capital. Crowd funding is an approach to raising the capital required for a new project or enterprise by appealing to large numbers of ordinary people for small donations. While such an approach has long precedents in the sphere of charity, it is receiving renewed attention from entrepreneurs such as independent film makers, now that social media and online communities make it possible to reach out to a group of potentially interested supporters at very low cost. Some crowd funding models are also being applied for startup funding, for example, Grow VC. One of the reasons to look for alternatives to venture capital is the problem of the traditional VC model. The traditional VCs are shifting their focus to later-stage investments, and return on investment of many VC funds have been low or negative. In industries where assets can be securitized effectively because they reliably generate future revenue streams or have a good potential for resale in case of foreclosure, businesses may more cheaply be able to raise debt to finance their growth. Good examples would include asset-intensive extractive industries such as mining, or manufacturing industries. Offshore funding is provided via specialist venture capital trusts, which seek to utilise securitization in structuring hybrid multi-market transactions via an SPV (special purpose vehicle): a corporate entity that is designed solely for the purpose of the financing.
In addition to traditional venture capital and angel networks, groups have emerged, which allow groups of small investors or entrepreneurs themselves to compete in a privatized business plan competition where the group itself serves as the investor through a democratic process.
Law firms are also increasingly acting as an intermediary between clients seeking venture capital and the firms providing it. 
Types of Investing
By combining the two dimensions of CVC investing -strategic and financial objectives -four distinct investment strategies can be outlined.
A. Driving Investments Driving investments are pursued by CVCs for strategic alignment that is tightly linked between the investment company's operations and the startup company that is being invested in. The purpose of this investing option is to advance the strategy of the current business. The CVC looks for key growth areas within the startup companies and then hopes to combine them with the company's initiatives. Appropriately selected investing and alignment can benefit the investing company by furthering the corporate strategy. On the other hand, this could result in failure. Closely linked investments essentially roll into the current strategy in place. This would not be useful in dealing with already disruptive strategies in place, or in finding new ones when the investing company needs to update processes when trying to keep up with a changing environment. Thus, if CVCs are looking to -transcend current strategies and processes,‖ [3] they would need to look to other investing strategies. B. Enabling Investments Enabling investments are also made for strategic purpose, but in this case they are not linked closely with the investing company's operations. The thought process is that a tight link is not necessary for a successful investment to help the investing company to succeed. Although this may seem counterintuitive, the idea is to take advantage of complementary products. Enabling investments complement the strategy of the current business. Ideally, the popularity of the investments will help to create demand for the investing company's products by stimulating the industry in which the products are used. The limits of enabling investments are that they will only be successful if they -capture a substantial portion of the market growth they stimulate‖.
C. Emergent Investments
While Emergent investments do not promote current strategies, they do link tightly with the investing company's operations. If the business environment or company's strategy changes, the investment could become strategically valuable. This design helps create a sort of option strategy that is independent of financial returns. Emergent investments allow investing companies to explore new untapped markets that they are unable to enter due to their focus on the current markets they serve. Investment products can be sold in new markets to help gather vital information that could not be otherwise obtained. If the information looks promising, the company could look to shift towards this new direction. Emergent investments are initially made for financial gains but could ultimately result in strategic gains as well. On the contrary, if they do not prove to be important for the company strategy, they should be left untouched to generate whatever financial returns possible. In summary, emergent investments require -balancing financial discipline and strategic potential.‖ D. Passive Investments Passive investments are neither connected to the investing company's strategy nor their operations. Thus, these investments do not help the investing company to actively advance their own business and can only provide financial returns. Essentially, passive investments are no different than typical investments whose financial returns are contingent on the volatility of the private equity market. Due to the lack of any strategic advantages with this kind of investing, passive investments are not very practical or advantageous.
Financing Process
The financing process outlines basic steps taken by CVCs from initial contact with potential startup companies through the first round of financing. 1) Startup companies looking for financing make initial contact with CVCs. CVCs can also seek out potential startups looking for funding. 2) Startup management team presents a business plan to the CVC. If the reviewed business plan generates interest, the CVC will ask the startup for more information including a product demonstration. Investors will also conduct their own due diligence to investigate and better understand the product, technology, market, and any other related issues. 3) If the CVCs are interested in the proposed startups product or service, they will look to determine the value of the startup. They communicate this valuation to the startup, often via a term sheet. If the startup is happy with the offer, a purchase price and investor equity is agree on. Negotiations can take place during this stage of investment valuation. 4) Legal counsels from both sides agree to a finalized term sheet where business terms for the investment are specified. A closed period, referred to as a lock-up time period, is also established during which the startup company cannot discuss investing opportunities with other investment groups. This indicates that a pending deal is in the process of completion. Once a term sheet is finalized, both sides look to negotiate and finalize financing terms. 5) Negotiations are conducted between the legal counsels from the CVC and the startup company. The startup legal team typically creates transaction documents that the CVC counsel reviews. Negotiations continue until all legal and business issues are addressed. During this time, the CVC conducts a more thorough investigation of the startup company, understanding the startup's books and records, financial statements, projected performance, employees and suppliers, and even its customer base. 6) Closing of financing is the final step. This can take place immediately upon execution of the definitive agreements or after a few weeks. The additional time may be necessary if the CVC needs time to complete their due-diligence or based on the startup company's financial needs.
Sectoral Composition of India's GDP
As per the figures available for 2011 fiscal, almost 52 percent of India's GDP comes from the agricultural sector and the services sector is the second biggest contributor with 34 percent. The industrial sector contributes almost 14 percent of India's GDP. India GDP 2012-13 HSBC, a leading global bank has stated that in 2012-13 fiscal India's chronological and yearly growth will be a moderate one. It had previously stated that in the same period India's GDP will grow by 7.5 percent but has now brought down the forecast to 6.2%. HSBC opines that in 2014 India will see a better growth rate of almost 7.4 percent -previously it had forecast 8.2 percent for the period.
Agriculture and Other Allied Activities Contribution to GDP
HSBC has also stated that there are plenty of difficulties in the Indian administration and domestic policies are in a paralyzed state. The bank feels that these factors will restrict the amount of investment being done in India and limit its economic progress in the immediate future. It feels that things can improve in the second part of the fiscal.
HSBC opines that in the present circumstances the RBI might feel forced to take a step and reduce the rates. The changes are likely to be made on June 18, 2012 and there could be a deduction of almost 25 basis points. This will happen in spite of the consistent inflation.
The bank also states that the rate at which demand is going up, there could be risk of further inflation. It has called for the economic structure to be reformed with greater efficiency and stressed that this needs to be done quickly.
India's GDP statistics for the first three months of 2012 were not at par with expectations. During April the rate of industrial production was pretty unimpressive as well when compared on a year-on-year basis and to March 2012.
The fact that India has not been able to effect useful structural improvements has hampered its possible growth as well. In the final quarter the national economy grew at 6.1 percent and in the next quarter it came down to 5.3%, which is the lowest figure recorded after 2004.
However, inflation rate is still pretty high in India. In May 2012, the WPI inflation increased to 7.55 percent as opposed to 7.23% in April. At present the CPI inflation rate is more than 10percent.
HSBC states that inflation rate can come down to certain extent owing to reduction in oil prices and moderate economic growth but the exchange rate is still weak and India's overall economic capacity is somewhat restricted and all these factors can keep the inflation factor in play. Though the opportunities arising from the global industry for the Indian SMEs are huge, but so are the challenges. The global economic slowdown and cost pressures have made the Global SME industry outsource elements of technology, design and sub-assembly Manufacture. SMEs who will be successful are the ones who can innovate, adapt cutting edge technologies, deliver customized solutions, develop and maintain a global standard in Manufacturing qualities and specifications while maintaining their cost advantages. The Challenge, therefore, for the Indian SMEs is to proactively respond to changing customer Expectations. This could require a lot of effort and investment; however the dividends to be reaped are phenomenal. The SMEs must ensure that they play a vital role in this process and their potential is fully leveraged. They need to ramp up their capability to deal with new issues such as product Development, marketing to a global world and adopting competitive business practices. The government has a critical role to play in guiding them over this new ground. The Government needs to identify a series of initiatives to promote the SMEs to develop and sustain capabilities. This includes opening up export opportunities in global supply chain, assisting SMEs to grow skills, encouraging investment in R&D of innovative technologies. Such initiatives will ensure that we have an industrial base that has the capability and capacity to meet its objective of 70% domestic procurement. Achieving a balanced and inclusive macroeconomic growth is extremely vital for India to emerge as a stable global economic powerhouse. The role of manufacturing sector in providing the necessary balance and inclusive character to India's macroeconomic growth is undisputed. Recognizing the strategic importance of manufacturing to India's future growth trajectory, the Government of India created the National Manufacturing Competitiveness Council (NMCC). NMCC formulated a National Strategy for Manufacturing (NSM) in 2005-06.Under the auspices of NSM, NMCC along with various Ministries and private sector collaboratively launched a host of relevant programs to, upgrade skills and innovation capacities within small and medium industries, raise awareness about intellectual property, enhance IT-adoption etc. Under its flagship "Visionary Leaders for Manufacturing Programme", NMCC, in collaboration with industry bodies and industry experts, has helped train a band of visionary managers, senior executives, CEOs and entrepreneurs in the manufacturing sector. The manufacturing sector in India has indeed come a long way since the inception of NMCC. The sector had become increasingly knowledge and IT intensive. Across sectors, players have developed capabilities helping them build highly unique core-competencies even in R&D intensive hi-tech industries such as aerospace, defense and life sciences. Skill building will have to be core ingredient of any recipe to hone the competitiveness of these players. At NMCC we firmly believe that enhancing productivity on the shop-floor is key to unlocking profitable growth across a large section of the manufacturing sector. I am happy to note that this is one of the key issues discussed at length in this report being launched by Accenture. It's time that public agencies, industry bodies and manufacturers leverage the talent within the IT& ITeS sector to develop scalable models that can be cost-effectively taken to remote manufacturing units in the country. This needs to be put in place as an immediate goal. The second key ingredient is innovation. We recognize that innovation is more of a mindset issue than a resource issue. Many firms are shy to innovate as they fail to have an appetite for risk. We need to find ways of creating this risk appetite and developing capabilities within these firms to take calculated risks. Communicating and sharing success stories can be the first step and industry bodies will need to action this in collaboration with innovative public and private sector organizations. As we inch closer to launching the National Strategy for Manufacturing 2011, I believe that we need to be ready with programs in these two areas that can be implemented through public private partnerships. Only then will we be in a position to achieve goals spoused in the forthcoming National Strategy for Manufacturing. I congratulate Accenture for publishing this timely research report and for raising issues of immense relevance to manufacturers in India. I hope that manufacturers will be in a position to derive strategic insights from this report and implement them within their respective firms. Entrepreneurialism. At the same time, we are cognizant of the fact that a large part of the Indian manufacturing sector, predominantly labor intensive in character, continues to languish on fringes of competitiveness. Our challenge is to make these labor-intensive players as competitive as high performers in their respective sectors. There programs in these two areas that can be implemented through public private partnerships. Only then will we be in a position to achieve goals espoused in the forthcoming National Strategy for manufacturing.
SWOT Analysis of SMEs
For the period 2001-2010, agriculture, industry and services have respectively accounted for around 20%, 27% and 53% of India's GDP. Compare that with China where the average numbers are12%, 46% and 42%, in the same order. 1 These numbers make it evident that the non-agricultural composition of China's GDP is far more balanced as compared to that of India. Accelerated growth of the manufacturing sector has been instrumental in generating this balance for the Chinese economy. During the period 2001 to 2010, Chinese manufacturing sector grew at an average rate of 11.7% as compared to 7.3% in India. Hence, during the last decade, the average share of manufacturing value added (MVA) to China's GDP reached a staggering number of 34.2%, more than twice the share of MVA in India's GDP. Moreover in the same period, China ramped up its share of world manufacturing output from 9.5% to 19.8%, whereas the share of India registered an increase of only 1% and stood at just 2% in 2010. 2. With services sector growth peaking in the range of 9-11%, and agricultural productivity not showing sustained improvement, over the last decade, manufacturing will now have to shoulder the responsibility of helping India sustain a high growth trajectory. The manufacturing sector also needs to be an employment engine, generating opportunities for India's emergent young workforce and absorbing its surplus agricultural labor. Manufacturers in India therefore have a role cut out for them. The task is ambitious and will have to be achieved in a business environment that is getting more complex and competitive. With increasing demands for product localization and shrinking product lifecycles, manufacturers will have to implement out-of-the-box solutions, while at the same time facing the tide of highly price competitive imports from India's partners in free trade agreements. Manufacturers in India will need to leverage the existing strengths of the Indian manufacturing ecosystem -its growing labor force and talent, its wide array of business technologies and processes and its mature partner networks -in order to manufacture products that command a premium based on value.
As in India, small and medium-sized family-owned enterprises make up the backbone of German manufacturing. They have historically specialized in machinery and other heavy equipment. But in recent years, these enterprises with active support from large industries (their customers) and government have turned manufacturing into an art form. To achieve this, these enterprises poured money into R&D and cut other expenses. The government supported them by loosening up the tightly regulated labor market. Large and small manufacturers found unique ways to cut labor costs by sometimes providing an employment guarantee for a fixed period as a quid-pro-quo for less pay. Instead of laying-off workers, managements deployed idled workers to new assignments. The result of such strategies is evident. Germany has emerged as the most competitive industrial economy across the developed world through the last decade. Unemployment in Germany has declined during the global economic crisis. In 2010, the unemployment numbers in Germany actually dropped, according to the OECD, whereas the GDP expanded by around 3.6%3-highest since reunification, twenty years ago. For the purpose of our research, we spoke to senior executives to understand their plans to grow profitably in this evolving global and local macro-business environment. We asked them about their strategic priorities and the actions they would be taking to address them in light of changing priorities of their global and local customers. In all we were able to strike 100 valuable discussions. Out of these 80 interactions were conducted with industry leaders through meticulous execution of a survey tool and the remaining 20 took the form of free-flowing conversations with business leaders, policy makers and academics on issues relevant to our research. Blending insights gathered from the survey and interviews with Accenture's time-tested High Performance Business Research and secondary data, we have developed a robust High Performance Manufacturing Business Framework. We have always believed that identifying a valuable market position ahead of competitors is a necessary first step to high performance. Our research on this project suggests that high performing manufacturers build their market position by prioritizing investments in strategic initiatives that support and strengthen their core differentiation. Our framework identifies four distinctive capabilities that organizations must build to differentiate them from the competition: smart shop floor, market-driven innovation infrastructure, data based decision making and responsive relationships. Through examples and case studies, this report shares rich insights into how leading companies across India's manufacturing sector are focusing their energies to build such capabilities. But we do not stop at identifying distinctive capabilities. The new Accenture framework enables us to offer four action points that business leaders can use to develop a performance culture within their organizations. We propose four key actions toward this goal: building manufacturing's brand image in India, investing in a best-in class operating environment, using sustainability to build competitiveness and developing leaders across the organization. The challenge of building India's strong manufacturing sector must be a shared responsibility.
The size and scale of investments make it imperative for industry, government and other stakeholders to collectively find solutions to macro problems. His report emphasizes the need for a program similar to the one implemented by Chinese authorities to train surplus agricultural labor. It also highlights the need to create an Investor Services Organization to achieve more policy and regulatory coordination across authorities at the central, state and local levels. It is Accenture's conviction that a concerted focus on manufacturing will lay a solid foundation for India's international competitiveness. We are pleased to see a wide range of companies beginning to lay such a foundation. And we are committed to working as a trusted partner with those organizations who are keen to help India realize its potential as a global economic powerhouse.
FDI Inflows to Construction Activities has led to a phenomenal growth in the economic life of the country. India has become one of the most prime destinations in terms of construction activities as well as real estate investments.
An Overview of Construction Activities in India-
India has been a major recipient of FDI Inflows in the majority of sectors. There has been an unnerving upsurge in the economic developments of the country. In the post-liberalization era, India is known to have attracted a quantum amount of Foreign Direct Investment, especially after the liberalization of the real estate sector. Real estate is one of the major sectors under construction activities and also it is one of the most booming sectors that have contributed leaps and bounds to the Indian industry.
Openness of Indian Construction Industry to FDI Inflows-
It was during the Union Budget for 2005-06 that the Government of India opened up all gates for foreign direct investment in the construction industry in India. Construction projects which have received the maximum FDI include, housing, commercial premises, hotels, resorts, hospitals, educational institutions, recreational facilities, city and regional level infrastructure. FDI Inflows in the construction industry in India are permissible under automatic route to ensure flexibility in construction activities which will boost the Indian economy. In the real estate sector, the foreign investors are not allowed to sell undeveloped land, such as, lands which do not have proper facilities of roads, water, electricity, drainage and all other basic requirements for inhabitation.
Prerequisites for FDI Inflows in Construction Activities in India-
 A minimum land area of 10 hectares for the development of services housing plots  A minimum built-up area of 50,000 sq. mts for construction-development projects  Both the land requirements are applicable for combination projects  The wholly owned subsidiaries would have a minimum capitalization of USD 10 million  The Joint Venture companies which have Indian collaborations are entitled to USD 5 million  The funds should be acquired within six months of commencement of the business of the company  A minimum of three years is entitled for repatriation of original investment amount  Early exit is permissible only under prior approval of government through Foreign Investment Promotion Board (FIPB) FDI Inflows to Construction Activities in India-100 percent Foreign Direct Investment is allowed in the construction industry in India under the Foreign Investment Promotion Board (FIPB)  Only non-resident Indians (NRIs) and persons of Indian origin (PIOs) were allowed to invest in the housing and real estate sectors in India  Foreign investors other than NRIs were allowed to invest only in the development of integrated townships and settlements. This is done either through a wholly-owned subsidiary or through a joint venture company in India  Foreign investors are mandated to construct at least 50,000 square meters within a time frame  50 percent of the project must be accomplished within three years from the date of acquisition of land
Benefits of FDI Inflows in Construction Industry in India-
 FDI Inflows will improve the quality of construction activities in India which had always been very rough and opaque  It will create a property market in India which will be deprived of cash payments  Foreign investors prefer to make investments through above-the-board cheques from their clients which has encouraged the economic life of India  FDI Inflows has made the financial markets in India fast, transparent, and efficient.
Opportunities at Different Sectors
Automobile Industry have been at an increasing rate as India has witnessed a major economic liberalization over the years in terms of various industries. The automobile sector in India is growing by 18 percent per year.
The Automobile Sector in India-
The automobile sector in the Indian industry is one of the high performing sectors of the Indian economy. This has contributed largely in making India a prime destination for many international players in the automobile industry who wish to set up their businesses in India.
The automobile industry in India is growing by 18 percent per year. The automobile sector in India was opened up to foreign investments in the year 1991. 100% Foreign Direct Investment (FDI) is allowed in the automobile industry in India. The production level of the automobile sector has increased from 2 million in 1991 to 9.7 million in 2006 after the participation of global players in the sector.
Advantages of FDI in the Automobile Sector in India
The basic advantages provided by India in the automobile sector include, advanced technology, costeffectiveness, and efficient manpower. Besides, India has a well-developed and competent Auto Ancillary Industry along with automobile testing and R&D centers. The automobile sector in India ranks third in manufacturing three wheelers and second in manufacturing of two wheelers.
Opportunities of FDI in the Automobile
Sector in India exist in  Establishing Engineering Centers  Two Wheeler Segment  Exports  Establishing Research and Development Centers  Heavy truck Segment  Passenger Car Segment
Important Aspects of Venture in Automobile Industry
FDI up to 100 percent, has been permitted under automatic route to this sector, which has led to a turnover of USD 12 billion in the Indian auto industry and USD 3 billion in the auto parts industry  The manufacturing of automobiles and components are permitted 100 percent FDI under automatic route  The automobile industry in India does not belong to the licensed agreement  Import of components is allowed without any restrictions and also encouraged FDI Inflows to Cement and Gypsum Products industry in India has registered significant growth in the last few years due to the incentives that have been provided by the government of India. The increase in FDI Inflows to Cement and Gypsum Products in India has helped in the growth and development of the industry.
Cement and Gypsum products industry in India:
The industry of cement and gypsum products in India is the second biggest manufacturer of high grade cement in the whole world. The cement and gypsum products industry in India consists of over 300 small cement plants and around 130 large cement plants with the total production capacity of more than 167.36 million tons. The different varieties of cement manufactured in India are Oil Well cement, White cement, Portland Pozzolana cement, and Ordinary Portland cement.
FDI policy in cement and gypsum products industry in India:
The government of India has allowed foreign direct investment up to 100% in the cement and gypsum products industry of the country. This has led to the increase in FDI Inflows to Cement and Gypsum Products industry in India.
Amount of FDI inflows to cement and gypsum products industry in India:
The amount of FDI Inflows to Cement and Gypsum Products industry in India came to ` 1,970 crores in 2005, which is a significant growth in FDI in cement and gypsum products over the previous years. International companies having presence in cement and gypsum products industry in India are:
FDI inflows to cement and gypsum products in India have boosted the industry:
The increased FDI Inflows to Cement and Gypsum Products industry in India has led to the growth, expansion, and development of the industry. As a result of this the quality of the cement and gypsum products has improved a great deal. 100 percent FDI is permitted under automatic route in Petroleum and Natural Gas. Petroleum and Natural Gas Industry accounts for 35 percent share in the entire energy requirements in India. Important initiatives have been taken by the Indian government to drive FDI inflows to Petroleum and Natural Gas in India.
A brief Note on Petroleum and Natural Gas Industry in India-
Petroleum and Natural Gas Industry accounts for 35 percent share in the entire energy requirements in India. Downstream industries like petrochemicals, fertilizers and energy plays a vital role in the Oil industry in India. The total crude oil demand is estimated to be 116 MMT and the production of crude oil in domestic market has accounted for 33.4 MMT. In the past three years, petroleum has witnessed a growth of 7 percent per year. The demand for Natural Gas has been estimated to be 150 MMSCMD in 2004 among which, the domestic market has accounted for only 81 MMSCMD. The Oil and Natural Gas Commission (ONGC) and Oil India Limited (OIL) are both public sector companies and have occupied around 83 percent of the entire domestic production of Petroleum and Natural Gas.
Achievements of Petroleum and Natural Gas Industry- Oil and Natural Gas Commission (ONGC) and Oil India Limited (OIL) have occupied 83 percent share of the total oil and gas production in domestic market. Both the companies belong to public sector  There has been a lot of private sector participation in the Exploration and Production (E&P) sector in both domestic and international market  The Private sector or JV companies have made 32 vital hydrocarbon inventions in the past four years.  Reliance Industries Ltd. made the world's largest gas discovery in 2002 of about 5 trillion cubic meters.  India has a presence of some leading global E&P companies like Hardy Oil & Gas, Niko Resources and Cairn Energy FDI Inflows to Petroleum and Natural Gas- 100 percent FDI is permitted under automatic route in Petroleum and Natural Gas  The New Exploration Licensing Policy (NELP) has been introduced to enable private sector participation in Oil and Gas exploration which will bring in more investments to the sector  A Coal Bed Methane (CBM) Policy has been introduced to ensure attractive financial and contract terms in order to explore CBM blocks Opportunities for FDI in the Petroleum and Natural Gas Industry Certain important aspects of the Petroleum and Natural Gas Industry that provide opportunities to foreign investors are -FDI Inflows to Railway Related Components industry in India has grown over the last few years due to the several incentives that have been provided by the government of India. 100% FDI is allowed in Railway Related Components in India.
Railway related components industry in India:
 The industry of railway related components in India supplies its products to the Indian railways and it also exports its products to foreign countries. The various kinds of products manufactured by the railway related components industry in India are locomotives lights, signals, slack adjusters, track fittings, round shaft chisels, and braking systems. The major companies in the industry of railway related components in India are Gondwana Enterprises, Involute Engineers and Industries, Elbe Industrial Works, and Patel Engineering Company.
Policy of FDI in railway related components:
 The Indian government has allowed foreign direct investment up to 100% in the railway related components industry of the country. The government of India also gives various incentives to the foreign investors such as exemption from paying income tax in order to increase FDI Inflows to Railway Related Components industry of the country.
Amount of FDI inflows to railway related components industry in India:
The Indian government has approved the FDI proposal of Westinghouse Air brake Company to make an investment of around ` 42.00 crores for the manufacture and marketing of railway related components in the country.
Flow of FDI has encouraged railway related components industry in India:
The increased FDI Inflows to Railway Related Components industry in India has led to the growth, development, and expansion of the industry. It has also helped to bring in the latest technology into the industry of railway related components. All these measures have helped to improve the quality of the products of railway related components industry in India.
Reasons For Slow Growth Of Venture Capital In India The General Indian Environment
From its inception, the Indian venture capital industry has been affected by international and domestic developments; its current situation is the result of the evolution of what initially appeared to be unrelated historical trajectories. The creation of a venture capital industry in India through transplantation required the existence of a minimal set of supportive conditions. They need not necessarily be optimal, because, if the industry survived, it would likely set in motion a positive feedback process that would foster the emergence of successful new firms, encourage investment of more venture capital, and support the growth of other types of expertise associated with the venture capital industry; in other words, if the venture capital industry experienced any success it could entrain a process of shaping its environment. In other words, in contrast to Israel and Taiwan, India would have to experience a hybrid of Interactions C and D discussed in the introduction, if venture capital was to thrive: It would have to change its environment to allow the sustenance of a venture capital industry and the societal institutions would have to modify themselves. In other words, venture capital could begin with a sub-optimal though minimally sustainable set of conditions, the venture capital industry could take root and shape its environment to a more optimal situation, while the institutions themselves would also need to change. Small and medium-sized enterprises have a long history and great importance to India. The leaders of the Independence movement were supporters of small businesses as an alternative to "exploitation" by multinational firms. And yet, despite the emphasis upon and celebration of small enterprises, the Indian economy was dualistic. It was dominated by a few massive private-sector conglomerates, such as the Tata and Birla groups, and various nationalized firms, even while there was an enormous mass of small shopkeepers and local industrial firms. As anywhere else, these small firms were in traditional industries and were not relevant for the emergence of venture capital, but they do indicate a culture of private enterprise. This entrepreneurial propensity also has been demonstrated by the willingness of Indians emigrating in other countries to establish shops, restaurants, hotels and enterprises of all sorts.
Already, under the British, Indians valued education very highly. After Independence, the Indian government invested heavily in education, and Indian universities attracted excellent students. In the 1960s, the Ford Foundation worked with the Indian government to establish the Indian Institutes of Technology (IIT), which adopted MIT's undergraduate curriculum. These Institutes and other top Indian educational institutions very quickly became the elite Indian engineering schools with extremely competitive entrance examinations and to which only the most intelligent students could gain entry. The excellent Indian students were very desired by overseas university graduate programs, generally, and in engineering, particularly. After graduating from overseas programs many of these Indian students did not return to India. However, many other Indian graduates remained in India working in the large family conglomerates, the many Indian universities, and various top-level research institutes such as those for space research (Baskaran 2000). This meant that there remained in India a large pool of capable engineers and scientists that were underpaid (by global standards), and potentially mobile. Despite these strengths, India had many cultural rigidities and barriers to entrepreneurship and change, beginning with an extremely intrusive bureaucracy and extensive regulations. Until recently the labor market was quite rigid. For well-educated Indians the ideal career path was to enter the government bureaucracy, a lifetime position; enter the family business, which was then a lifetime position; or join one of the large conglomerates such as Tata and Birla, which also effectively guaranteed lifetime employment. The final career path was to emigrate; not surprisingly, among the immigrants were many seeking better opportunities and release from the rigidities at home. In summation, the institutional context discouraged investment and entrepreneurship. The next sections examine the features of the Indian economy that would evolve to make the creation of the Indian venture capital industry INFERENCE:-The business products and services are performing better as the industrialization grows in the Indian context. The increasing trend in outsourcing opportunities among the businesses helps to increase the effectiveness by reducing the cost to the organization and to concentrate on the core competencies of the business. This attracts the investors to drag towards this industry. Population is the curse for India with prospective to economic development where as it is a bless for industries by providing a tremendous opportunities to start a business .India is the second largest populated country it is providing a bright and endless opportunities for the investors to start up venture unless the competition exists. The technology innovation and advancement making communication very easier, faster and cost-effective. As the life style changes because of globalization impact, there is more dependency as it is creating on the technology products and as well as it is creating opportunity for service industry also in the market with attractive growth rate.
Financial Services, Healthcare Services and Electronics Sector INFERENCE:-As the fast food culture increasing in the market and changes in life style, climatic conditions and global warming forcing the people become more conscious about the health, which is the raising cause for health care sector. The opportunity in health care and service industries are increasing as the population grows in Indian context.
The government is taking a special interest in creating a special economic park to develop more electronics oriented industries in Indian context and this is one of more attractive as well as less variable industry with plenty of opportunities where the venture capitalist can look in.
Media, IT Services and Energy Sector
INFERENCE:-Media and entertainment is becoming more important mean of skill and new updation of the world and entertainment becomes more necessitate for the people in the current materialistic world. The main agenda of this industry is connecting the world with media technology as well as entertaining the people. This becomes more attractive industry for investors with new and innovative ideas to entertain the people. The attractive development growth of Indian IT industry has provided a chance to grow to dependant industry such as IT services in the market and it becomes the attractive investment opportunity for the venture capitalist with better prospective of growth.
The current development in life style and industrialization forcing the government to find the opportunities to fulfill the energy requirements which is basically exhaustive in nature. The limited productivity of hydro electricity, coal electricity providing an opportunity for the investor to start the ventures with innovative ideas to generate power with Waste, solar and other forms with attractive profitability. The government is also providing extra tax benefits and subsidies to motivate the investors.
Networking, Medical Devices and Retailing Industry
INFERENCE:-The industry growth will not only provide the opportunity in the production sector rather it will also generate immense opportunity for other dependant industries. The development in communication industry is enhancing the investment opportunity in networking and equipment industry also.
As the retailing industry is spreading its wings by attracting not only the domestic retailers but also the corporate retailers across India. It is providing ample employment opportunities for lot many individuals. The very focus of retail industry is to provide the utmost satisfaction to the customer and providing a base for lot many ancillary industries by adding value to the economy. In the present days it provides a great opportunity for the industry dealing with medical devices and equipment as the need for these equipments is increasing due to increasing due to rise in medical emergencies and thereby it provides an opportunity for the venture capitalist in this sector.
Telecommunication and Semiconductor Industry
INFERENCE:-With respect to development the telecommunication is performing as a strong competitor for software industry in Indian context. The increasing importance given by the government to develop the other sectors with software by providing better benefits like tax benefits, subsidies, infrastructure facilities which is attractive for venture capitalist.
The development of telecommunication and energy industries creating ample opportunities for semiconductors industry to serve as sub industry. The development of electronics goods and more usage of electronics become essential in the modern life style and it is beneficial to start a new venture in the country. Per Capita Income and growth rate. 3. There is tremendous increase in the contributions of other industries like Quary, mining, Manufacturing, Telecommunication, Hotel, Transport, financial towards Indian GDP. 4. The dependency of software sector for job creation, growth rate and income makes less volatile of the market and in turn reduces the growth rate because of slack down in software industry. 5. There is a need for providing infrastructure facilities in all regions other than only developing in metro cities to diversify the industries throughout the country. 6. The additional tax rebates and tax advantages need to be introduced in identified sector to achieve success, 7. Double taxation of the same income need to avoid for attracting more foreign capital to domestic market. 8. The ability of venture capital funds to invest abroad, especially in firms established by expatriate has been crucial to the dramatic growth of the venture capital industry. In effect, the lack of convertibility of the Indian rupee is a structural impediment. 9. Currently, foreign venture capitalists require permission from the RBI for each investment and liquidation. 10. Foreign and domestic firms cannot repatriate capital or earnings without further regulatory involvement. Suggestions 1. Canalization of rules and regulations and establishing separate board to supervise venture capital by proper promotion strategy. 2. Developing good infrastructure to attract more foreign venture capital. 3. Promoting and encouraging the entire sector to reduce the economy dependency on a particular sector. 4. Increase Tax rebates. 5. Regulate the unorganized financing sector. 6. Regulating the unorganized financial sector becomes difficult, rather making organized financial sector more attractive to the users of such funds.
V. Conclusion:-
As in India, small and medium-sized enterprises with active support from large industries (their customers) and government have turned manufacturing into an art form. To achieve this, these enterprises poured money into R&D and cut other expenses. The government supported them by loosening up the tightly regulated labor market. Large and small manufacturers found unique ways to cut labor costs by sometimes providing an employment guarantee for a fixed period as a quid-pro-quo for less pay. Instead of laying-off workers, managements deployed idled workers to new assignments. The result of such strategies is evident.
India has emerged as the most competitive industrial economy across the developing world through the last decade. Unemployment in India has declined during the global economic crisis. Identifying a valuable market position ahead of competitors is a necessary first step to high performance. Our focus on this paper suggests that high performing manufacturers can build their market position by prioritizing investments in strategic initiatives that support and strengthen their core differentiation. Our framework identifies the innovative and distinctive capabilities that organizations must build to differentiate them from the competition: smart shop floor, market-driven innovation infrastructure, data based decision making and responsive relationships. This report shares insights into leading sector opportunities across India's are available for the investors and to focus their energies to build investment opportunities. But we do not stop at identifying distinctive capabilities. We propose four key actions toward this goal: building brand image for India, opportunities in Indian operating environment, using sustainability to build competitiveness and developing Indian economy in overall sector. The challenge of building India's strong economy must be a shared responsibility.
The size and scale of investments make it imperative for industry, government and other stakeholders to collectively find solutions to macro problems. This report emphasizes the need for advertising the different opportunities in all sectors and providing employment opportunities for Indian talent pool. It also highlights the need to canalize an Investor Services Organization to achieve more policy and regulatory coordination across authorities at the central, state and local levels. The software sector development has marked India as a emerging opportunity for the venture capitalists and by using the same repo can be utilized for attracting the domestic and global venture capitalists towards Indian economy. FDI Inflows to India will lead to a phenomenal growth in the economic life of the country. India has become one of the most prime destinations for investments. Though the opportunities arising from the global industry for the Indian industries are huge, but so are the challenges. The global economic slowdown and cost pressures have made the Global industry outsource elements of technology, design and sub-assembly Manufacture. The industries who achieve success are the ones who can innovate, adapt cutting edge technologies, deliver customized solutions, develop and maintain a global standard in Manufacturing qualities and specifications while maintaining their cost advantages. The Challenge, therefore, for the India is to proactively respond to changing customer Expectations. This could require a lot of effort and investment by the government as well as the entrepreneurs in the Indian context.
